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As Community Water Suppliers (CWS) plan for lead service line replacement (LSLR), a 

central question is how to pay for it. That decision can have a significant impact on 

residents, particularly households with limited ability to absorb higher costs. The Illinois 

Lead Service Line Replacement and Notification Act requires that LSLR plans “include [...] an 

analysis of costs and financing options for replacing the lead service lines [and] measures 

to address affordability and prevent service shut-offs.”  

This article explains why affordability should shape LSLR funding decisions and offers key 

program design and funding considerations and key questions Community Water Suppliers can 

use to evaluate how costs may affect residents. 

Why Affordability Matters 

According to Illinois EPA estimates, replacement costs for Illinois could range from $5.8 to 

$10 billion total, equating to hundreds of millions of dollars annually. Despite both federal 

and state replacement mandates, neither has allocated sufficient funds to cover these 

costs. Currently, State Revolving Funds are estimated to cover only 15% of LSLR costs in 

Illinois. CWS’ will be responsible for filling the funding gap. These funds can come from 

several sources, but most commonly CWS’ use water rate revenue for LSLR-related 

expenses, either by directly paying for the capital costs or, more often, covering debt 

service on municipal bonds and government loans.  

The cost of water is rising, so it is important to avoid exacerbating affordability challenges 

for vulnerable populations. When water rates increase beyond what residents can afford, 

households may struggle to pay their bills. This can lead to reduced revenue and 

potentially higher administrative and operating costs for CWS. Therefore, taking 

affordability into account when developing an LSLR plan will make financial sense for most 

CWS. 

https://www.ilga.gov/documents/legislation/publicacts/102/102-0613.htm
https://www.ilga.gov/documents/legislation/publicacts/102/102-0613.htm
https://epa.illinois.gov/content/dam/soi/en/web/epa/topics/drinking-water/public-water-users/documents/lead-service-line-replacement-advisory-board/2023_LeadServiceLineReplacement_FINAL_6-29-23.pdf
https://www.policyinnovation.org/insights/what-the-final-round-of-iija-reveals
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Who picks up the tab? 

There is no one-size-fits-all or “best” approach to funding LSLR in Illinois. Community Water 

Suppliers vary in the number of lead service lines present, rate structures used, technical 

and financial capacity, and share of low- to moderate-income residents who may struggle 

with higher bills or upfront costs.  

Each municipality should evaluate direct and indirect costs to customers when designing a 

funding strategy that advances replacement efforts while ensuring all households receive 

the support needed to participate. 

Direct costs are the charges residents pay immediately and visibly, such as water rates, 

fees or surcharges, special assessments, taxes, or required cost-sharing. Residents can also 

incur out-of-pocket expenses related to financing, permitting, restoration work, or 

temporary mitigation measures, such as water filters. 

Indirect costs are the less visible costs that residents may bear, including household 

disruptions, time spent coordinating access, missed work, and temporary inconvenience 

during and after construction. Also, indirect costs can arise when CWS shift funds, delay 

maintenance or capital improvement projects, or reduce other water system investments 

to pay for LSLR. Deferred maintenance can lead to higher costs down the road. 

How Community Water Suppliers Pay Matters 

Community Water Suppliers have several options for funding LSLR, including state and 

federal funding, water rate revenue, bonds, fees, and other local mechanisms. More 

information about funding options can be found here. But the key affordability question is 

not simply which funding source a municipality chooses; it is how that choice affects 

residents. Different funding strategies can pass costs on to residents in different ways, and 

even the same type of funding structure can affect households differently depending on 

how it is designed and implemented locally. 

Costs reach households through higher bills, fees, rents, or through reduced investment 

elsewhere in the water system. For these reasons, funding structures should be evaluated 

not only for whether they can cover the full cost of replacement, but also for whether they 

are keeping participation affordable. 

 

 

https://www.cookcountytap.org/LSLR-Funding
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Program Design Considerations 

Tailor Programs to Decrease Local Affordability Burden 

Community Water Suppliers may need to raise water rates substantially to fund LSLR. 

Other charges, such as connection fees and surcharges, can also increase monthly costs for 

residents. These costs might seem equitable on the surface if applied equally across a 

population, but they can be regressive because they take up a larger share of income for 

lower-income households. For instance, a flat increase may apply equally to all customers 

but still place a heavier burden on low-income households. CWS should explore affordable 

rate structures and customer assistance programs  that can help create safeguards to 

avoid placing an excessive financial burden on vulnerable residents. 

Design Programs That Encourage Participation 

Some funding approaches may inadvertently discourage residents from participating in 

LSLR. Cost-sharing can be especially challenging for residents who cannot afford their 

portion of the cost, leaving some households most in need of LSLR without access to it. 

Clear communication about the need for replacement and the availability of funding 

support can help reduce refusals to participate. 

Look Out for Pass Through Costs  

Higher bills may lead some landlords to increase rent to recover higher utility or 

replacement costs. This issue may be especially important in communities with a high 

population of renters or where renters already face a high housing cost burden. 

Streamline Repayment Structures 

Some repayment structures may be difficult for residents to understand or manage, 

leading to confusion or refusal. Separate bills or overly complicated application processes 

can deter participation. Where CWS offer no-interest financing for the homeowner's 

portion of replacement costs, the repayment could be added to the existing water bill 

instead of requiring a separate account or payment portal. While potentially more 

administratively burdensome for the billing department, this streamlines the process for 

residents. Even this simplified structure may not work for all residents, especially for those 

currently having difficulty affording their water bill. 

 

 

https://www.cookcountytap.org/affordable-water-rates
https://www.cookcountytap.org/affordable-water-rates
https://www.cookcountytap.org/affordable-water-rates
https://www.cookcountytap.org/water-customer-assistance-programs
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Proactively Identify Hidden Challenges  

On the surface, some programs may appear fair but create challenges once implemented. 

A flat increase, for example, may apply equally to all customers but still place a heavier 

burden on low-income households. 

What Good Funding Design Looks Like 

A good funding design helps a municipality replace lead service lines while protecting 

residents who are least able to afford higher costs. It avoids a one-size-fits-all approach and 

reflects local conditions, including household income, existing water bills, housing costs, 

and the scale of replacement needed. If water rates or fees are increased, CWS should pair 

those increases with assistance programs or other safeguards so that low-income 

households are not overly burdened. More information about water customer assistance 

programs can be found here. 

Good funding design is part of a well-planned water supply system and looks beyond the 

most obvious costs. CWS should consider whether its approach could delay other needed 

water infrastructure work, discourage residents from participating in replacement 

programs, or create confusion through complicated repayment structures. The best 

programs are clear, easy to access, and designed so that cost is not a barrier to replacing 

lead service lines. 

Questions to Ask Before Choosing a Funding Structure 

1. Who bears the cost? A flat monthly charge may seem equal, but it can take up a 

much larger share of income for low-income households than for higher-income 

households. 

2. Will this increase bills or housing burden? Even a modest monthly surcharge can 

add up for households that are already behind on utility bills or struggling with 

other household payments. 

3. Could renters be affected even if they do not pay directly? A landlord who pays 

the water bill may raise rent to recover higher utility or replacement costs. 

4. Are there any protections in place for low-income residents? Community Water 

Suppliers can consider bill discounts, payment plans, customer assistance 

programs, or targeted support for households least able to pay. 

5. Will other projects be delayed or canceled? Consider the whole system to 

prevent LSLR from coming at the expense of other infrastructure projects or 

improvements. Delaying investments can have indirect costs and may create 

problems later.  

https://www.cookcountytap.org/water-customer-assistance-programs
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6. Will this funding structure disincentivize LSLR? Some funding structures like 

cost-sharing may disincentivize residents from having LSLR done if the cost is too 

high. 

7. How will the funding structure impact the ability to meet LCRI replacement 

rates? Overly burdensome cost structures can slow replacements, making it difficult 

to meet state and federal replacement rates. 

 

 

 

_________________________________ 

This article was developed with contributions from Liam Mickus, an intern on Elevate's Water 

Programs team. 
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